§902.26

PHA’s evidence or documentation,
HUD may determine that a reinspec-
tion and/or re-scoring of the PHA's
property is necessary.

(3) Adjustments for modernization work
in progress. HUD may determine that
occupied dwelling units undergoing
modernization work in progress require
an adjustment to the physical condi-
tion score.

(i) An occupied dwelling unit under-
going modernization is subject to phys-
ical inspection, and all elements of the
unit that are not undergoing mod-
ernization at the time of the inspection
(even if modernization is planned) will
be subject to HUD’s physical inspection
protocol without adjustment. For
those elements of the unit that are un-
dergoing modernization, deficiencies
will be noted in accordance with HUD’s
physical inspection protocol, but the
PHA may request adjustment of the
physical condition score as a result of
modernization work in progress.

(ii) An adjustment due to moderniza-
tion work in progress may be initiated
by a PHA'’s notification to the applica-
ble HUD HUB/Program Center and the
notification shall include supporting
documentation of the modernization
work underway at the time of the
physical inspection. A PHA may sub-
mit the request for this adjustment ei-
ther prior to or after the physical in-
spection has been concluded. If the re-
quest is made after the conclusion of
the physical inspection, the request
must be made within 15 days of
issuance of the physical condition
score. Based on the recommendation of
the applicable HUD HUB/Program Cen-
ter, HUD may determine that a rein-
spection and/or re-scoring of the PHA’s
property is necessary.

(d) Overall PHA Physical Condition In-
dicator score. The overall Physical Con-
dition Indicator score for a PHA is the
weighted average of the PHA's indi-
vidual property physical inspection
scores, where the weights are the num-
ber of units in each property divided by
the total number of units in all prop-
erties of the PHA.

(e) Thresholds. (1) The physical condi-
tion score is reduced to a 30 point basis
for the PHAS Physical Condition Indi-
cator.
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(2) In order to receive a passing score
under the Physical Condition Indi-
cator, the PHA must achieve a score of
at least 18 points, or 60 percent of the
available points under this indicator. If
the PHA fails to receive a passing score
on the Physical Condition Indicator,
the PHA shall be categorized as a sub-
standard physical agency.

§902.26 Physical Inspection Report.

(a) Following the physical inspection
and computation of the score under
this subpart, each PHA receives a
Physical Inspection Report. The Phys-
ical Inspection Report allows the PHA
to see the magnitude of the points lost
by inspectable area, and the impact on
the score of the health and safety
(H&S) deficiencies.

(1) If exigent health and safety items
are identified in the report, the PHA
will have the opportunity to correct all
exigent health and safety deficiencies
noted on the report and request a rein-
spection.

(2) The correction of exigent health
and safety deficiencies and the request
for reinspection must be made within
15 days of the PHA’s receipt of the
Physical Inspection Report. The re-
quest for reinspection must be accom-
panied by the PHA'’s identification of
the exigent health and safety defi-
ciencies that have been corrected, and
the PHA'’s certification that all such
deficiencies identified in the report
have been corrected.

(3) If HUD determines that a rein-
spection is appropriate, REAC will ar-
range for a complete reinspection of
the development(s) in question, not
just the deficiencies previously identi-
fied. The reinspection will constitute
the final physical inspection for the de-
velopment, and REAC will issue a new
inspection report (the final inspection
report).

(4) If any of the previously identified
exigent health and safety deficiencies
that the PHA certified were corrected
are found during the reinspection to be
not corrected, the score in the final in-
spection report will reflect a point de-
duction of triple the value of the origi-
nal deduction, up to the maximum pos-
sible points for the unit or area, and
the PHA must reimburse HUD for the
cost of the reinspection.
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(5) If a request for reinspection is not
made within 15 days, the physical in-
spection report issued to the PHA will
be the final physical inspection report.

(b) The Physical Inspection Report
includes the following items:

(1) Normalized weights as the “‘pos-
sible points’ by area;

(2) The area scores, taking into ac-
count the points deducted for observed
deficiencies;

(3) The H&S deductions for each of
the five inspectable areas; a listing of
all observed smoke detector defi-
ciencies; and a projection of the total
number of H&S problems that the in-
spector potentially would see in an in-
spection of all buildings and all units;
and

(4) The overall property score.

§902.27 Physical condition portion of
total PHAS points.

Of the total 100 points available for a
PHAS score, a PHA may receive up to
30 points based on the Physical Condi-
tion Indicator.

Subpart C—PHAS Indicator #2:
Financial Condition

§902.30 Financial
ment.

(a) Objective. The objective of the Fi-
nancial Condition Indicator is to meas-
ure the financial condition of a PHA
for the purpose of evaluating whether
it has sufficient financial resources and
is capable of managing those financial
resources effectively to support the
provision of housing that is decent,
safe, sanitary and in good repair.

(b) Financial reporting standards. A
PHA’s financial condition will be as-
sessed under this indicator by meas-
uring the PHA’s entity-wide perform-
ance in each of the components listed
in §902.35, on the basis of the annual fi-
nancial report provided in accordance
with §902.33.

condition assess-

§902.33 Financial reporting require-
ments.

(@) Annual financial reports. PHAs
must submit their unaudited and au-
dited financial data to HUD on an an-
nual basis. The financial information
must be:

§902.35

(1) Prepared in accordance with Gen-
erally Accepted Accounting Principles
(GAAP) as further defined by HUD in
supplementary guidance; and

(2) Submitted electronically in the
format prescribed by HUD using the Fi-
nancial Data Schedule (FDS).

(b) Annual financial report filing dates.
The unaudited financial information to
be submitted to HUD in accordance
with paragraph (a) of this section,
must be submitted to HUD annually,
no later than two months after the end
of the PHA'’s fiscal year end, with no
penalty applying until the 16th day of
the third month after the PHA'’s fiscal
year end in accordance with Uniform
Financial Reporting Standards (see 24
CFR part 5, subpart H). An automatic
one month extension will be granted
for PHAs with fiscal years ending Sep-
tember 30, 1999 through June 30, 2000.

(c) Reporting compliance dates. The re-
quirement for compliance with the fi-
nancial reporting requirements of this
section begins with PHAs with fiscal
years ending on and after September
30, 1999. Unaudited financial state-
ments will be required two months
after the PHA'’s fiscal year end, and au-
dited financial statements will be re-
quired no later than 9 months after the
PHA'’s fiscal year end, in accordance
with the Single Audit Act and OMB
Circular A-133 (see 24 CFR 84.26).

§902.35 Financial
and thresholds.

(a) Scoring. Under PHAS Indicator #2,
REAC will calculate a score based on
the values of financial condition com-
ponents, as well as audit and internal
control flags. Each financial condition
component has several levels of per-
formance, with different point values
for each level. A PHA’s score for a fi-
nancial condition component depends
upon both the level of the PHA’s per-
formance under a component, and the
PHA’s size, based on the number of
public housing and section 8 units and
other units the PHA operates.

(1) Under PHAS Indicator #2, REAC
will calculate a score following the
procedures described in the PHAS No-
tice on the Financial Condition Scor-
ing Process (PHAS FASS Notice 3),
which will be published in the FEDERAL
REGISTER. HUD may revise this notice

condition scoring
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